
VIRGINIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

IN RE:

Application of Oxy USA, Inc.
for ?creed Pooling of Interests in a Drilling Unit
Affected by Well Number AA-S, VGOB 1010-32 in the

llouth Grundy Magisterial District of Buchanan County, Virginia

This cause came on this 10th day of October, 1990, upon the

applicatian of Oxy USA, Inc. requesting that this Board vool the

intereats of well operators in the 80-acre (plus a tdle;.ance of

15%) drilling units established for the Oakwood Coal&ed Methane

Field in the South Grundy Magisterial District of Buchanan County,

Virginia. Notice of the filing of the application hereiii and of

the time, date and place of the hearing thereon waS duly and

properly given to each well operator of record having an ~interest

in the occLuded coalbed methane gas below the Tiller seas of coal

underlying the tracts within the drilling unit covered horeby as

required bp Section 45.1-361.19of the Code of Virginia, 1950 as

amended. The Board examined the Notice as given and further

conducted i.nquiry into the sufficiency of Oxy USA, Inc.'< search

to determine the names and whereabouts of well operators who may

be affected by the pooling of occluded coalbed methane gds below

the Tiller seam of coal in the drilling unit involved helre:.n. The

Board finds that Oxy USA, Inc. has exercised due diligenlce and has

conducted 0 meaningful search of reasonably available Sources at
hand. The Board hereby approves the notice given, by pub.lication

and otherwise, as meeting the statutory requirements, rulle: of the

Board and s inimum standards of state and federal due prncoes, and



finds tha". notice has been given in all respects as regai

and the r1les of this Board.

ad by law

Basei! upon the evidence presented, the Board finds

USA, inc. has acquired occluded coalbed methane interesgs I

Tiller seam of coal in the drilling unit as described bn

which is attached hereto as Exhibit "A" and made a part h

has the right to conduct operations on its occluded coal

interests. Based on the evidence presented, the Board f
the following named persons may be owners of occlud

methane ii>terests below the Tiller seam of coal whibh

subject tc any lease and who have not voluntarily agr6

their intisrests in the drilling unit involved herein

development and operations:

that Oxy

wlow the

the map,

eof, and

I methane

nds that

coalbed

are not

to pool

for its

1) Howell Ames, Route 1, Box 117, Vansant, VA 24

2) Dmk Armes, Route 4, Box 345, Abingdon, VA 242

3) Akice Jackson, 2846 Vanetta Road, Centerburgh, 0

4) El Coleman, P. O. Box 454, Lebanon, VA 24266;

5) Erie Price, P. O. Box 84, Mavisdale, VA 24627;

6) J uaes C. Price, Box 1, Birch Leaf, VA 24220;

7) Cathy Sears, 4105 Lake Boulevard, Oceanside, CA

8) E<lgar Allen Price, 3609 Palmico Circle, Norfolk, V

9) G!,adys Armes, New Point, VA
23125'0)

Hudson Armes, 1195 Dayton Drive, Warminster, PA

11) V) rgie A. Maynard, 625 Ellen Road, Newport
22 605 g

i6;

430111

92055;

23513;

18974 I

Afs, VA

12) Peter Jacobsen, 9612 27th Bay Avenue, Norfolk, VA

13) Georgia Arses, Route H, Box 454, Coeburn, VA 24

23518;

)0
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2'4)

:?auline Jessee, Route H, Box 454, Coeburn, VA

15) I&nald Arses, Route H, Box 454, Coeburn, VA 24

16) ilean Mullins, Route H, Box 454, Coeburn, VA 24

17) iartie Arses, Route 2, Vansant, VA 24656;

18) Ililly Armes, Route 2, Box 266U, Cedar Bluff, VA

19) ~"osh Armes, Route 1, Grundy, VA 24614;

20) 8 ibis Arses, Madon, NC
27551'1)

lelsey Earp, Route 1, Box 768, Boomer, NC 2860

22) John Decl, Box 3, Maxie, VA 24628;

23) W artha Irene Deal, 375 Huntington Circle, Al
0A 30201t

24) William V. Decl, Box 14, Maxie, VA 24628;

25) Bonnie Armes, Route 2, Oakwood, OH 45873;

26) Hallet Armes, Route 2, Oakwood, OH 45873;

27) J. D. Armes, Route 2, Oakwood, OH 45873;

28) Ruby Jenkins, 7849 Keys Road, Mt. Vernon, OH 4

29) ALva Coleman, Route 1, Vansant, VA 24656;

30) Herman Coleman, 1417 Fairfax Road, Bellevue, ME

31) Hinrard Coleman, Route 2, Continental, OH 45831;

42301

301

30i

24609l

zaretta,

i l50 t

68005;

32) G:.adys Blankenship, Route 1, Box 103A, Hurley, V

33) )beatrice Owens, Box 1665, Grundy, VA 24614;

34) Kaicy Looney, P. O. Box 1177, Grundy, VA 246141

35) Sc die Peters, Palis Street, Defiance, OH 43512;

36) M4y Shortridge, Box 35, Rowe, VA 24646;

37) Charlie E. Street, Route 3, Box 41, Abingdon, VA

38) Bud Coleman, P. O. Box 952, Grundy, VA 24614;

24620;

24210t



39)

40)

41)

I:own, OH

ill, VA

L>raine Laster, 8443 East Troy-Urbana Road, CaIs
4 i312 i

Rith Coleman, P. O. Box 296, Cedar Bluff, VA 2 iI09;

M i.chael Coleman, Route 1, Box 682, Pounding
2 L637;

42) MLldred Coleman, P. O. Box 269, Pounding Mill, VA 24637i

43) Lirry Coleman, Route 1, Box 232, Cleveland, VA ;,4225;

44) W inde Cook, Route 1, Box 393, Castlewood, VA 24,",24;

45) Ai)nes Bartee, 6207 Upton Place, Clinton, MD 207! 5;

46) B:i.anch Dale, 6202 Parkview Lane, Clinton, MD 20'5;
47) FR>uglas Johnson, Route 1, Box 95-R, Marshall, VA

48) Helen Faulkner, 12860 Birch Lane, Beaumon, TX 7

49) Fa~tty McClanahan, Route 2, Box 116 A-l, The
Vi< 22171;

50) K«thy Webb, 9634 Glover Hill Road, Manassas, VA

221151

Plains,

22110F

51) Phyllis Durland, 1911 Millersville Pike, Lancaster
Pii 17603;

52) Brenda K. Hodge, 3532 River Road, Hamilton, OH I5013;

53) Fi'ed G. Hodge, 4401 Star Route 123, Blanchester, OII 45107;

54) Gc.orge M. Hodge, 10940 Morrow-Rossburg Road,
P) easant Plain, OH 45162;

57) Steven D. Hodge, 815 East Cherry Street,
OF'5107 i

58) Ki mberly Ann
OF. 45117;

Burton, 80-D Jodie Lane,

59)

60)

Ed ward Bryant Hodge, 314 Bourbon Street,
OFI 45107;

Dallas R. Hodge, 10491 Road P. Route 5,
43545g

55) Rcy C. Hodge, Route 2, Box 246-A, Windsor,

56) Ra,th Eighmey, 3112 Cousino Road, Erie, MI

VA 2;I 487 F

Wil)

Bien

ington,

hester,

~on, OH

48133

Blan hester,
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61) Anchor Redcliff Coal Corporation, P. O. BOx 989
%B 24614 t

Grundy,

and that Ae following named persons may be owners af occluded

coalbed methane gas interests below the Tiller seam of Cp
are held pursuant to a lease or other agreement, in the

~

unit involzed herein who have not voluntarily agreed to

interests in this unit for its development and operation:

which

frilling

xl their

2)

hat, in

ant the

of all

)as with

i mrs and

ho have

Based upon the evidence presented, the Board finda )
order to «void the drilling of unnecessary wells, pre)
various ty)es of waste and protect the correlative right

owners and potential owners of occluded coalbed methane

respect ta the drilling unit involved herein, the o

potential corners of occluded coalbed methane gas involved

not heretofore reached an agreement with respect to develop tent and

operation c f the drilling unit covered hereby shall be req]ired to

pool their coalbed methane gas interests below the Tiller seam of

coal in development of this drilling unit, upon the te;ms and

conditions set out in this order, all of which terms and Conditions

are found, after consideration of the evidence presented

cause, to l>e supported by substantial evidence and to
reasonable and equitable and such as will afford each

Ln this

gust,

:eluded
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opportuhit r to recover or receive just and equitable »hare of
production from this unit.

Based upon the evidence presented at the public hearing in

this matter, the Virginia Gas and Oil Board orders as fbi] ows:

(1) Pending resolution of issues with respect to p<itential

conflicting claims of ownership of the occluded coal&d methane

gas, the occluded coalbed methane gas well operator shalll:

,'a) Establish an interest-bearing escrow acoount at a

financial institution into which the payment for costs olr Proceeds

attributab:.e to the conflicting interest shall be depus:ited and

held for the benefits of claimants;

'b) Deposit into the escrow account any money paid by

a person claiming a contested ownership interest as a parti:ipating
operator's share of costs payable pursuant to the profiuions of
Section 45,1-361.21, paragraphs 6.A.1 and 6.B.i of this Board's

Order;

ic) Deposit into the escrow account one-eight)< of all
proceeds attributable to the conflicting interests plus all
proceeds ir excess of ongoing operational expenses attribulable to
a participating or non-participating operator; and

id) Submit to the State Gas and Oil Inspector p)arterly
statements reflecting the status of funds deposited initio the AA-

8, VGOB 1 )10-32 escrow account, including sums alice>ble to
production, royalty payments and interest. The operatur may not
use funds cleposited into this escrow fund for any purism. Upon



resolutioa of conflicting claims of ownership, the ope

petition Ae Board for an Order to disburse funds.

(2) Within 30 days of receipt of a certified Co

final legal determination of entitlement or upon reoe

agreement signed by all claimants, the Board shall orde

of principal and accrued interest from the escrow account

in paragr~iph 1 above to all persons legally entitled the

(3) Any person who does not make an election

ator may

of the

)t of an

payment

escribed

eto.
Ler this

eterminat ion of ownership, to have leased his gas or oillinterest
pooling order shall be deemed, subject to a fi 1 legal

d

to the coalbed methane gas well operator.

(4) The interests of well operators, as named above[

S0-acre (with a tolerance of 154) drilling unit establieh

lands invoLved herein for the Oakwood Coalbed Methane Gas

hereby pooLed for the development and operation of this

USA, Inc. is hereby authorized to drill, complete
and'ell

in t:>is drilling unit so as to produce occlude

methane gas from the pooled acreage, consistent with the

provisions of its applicable well work permit and the Oakw

in this

d in the

ield are

Lt. Oxy

ierate a

coalbed

irms and

xi Field

Rules

(5) j',ach owner or potential owner of occluded coalbe

gas below the Tiller seam of coal involved herein, other

USA, Inc., shall, within 30 calendar days after the date of~

this Order, deliver to Oxy USA, Inc., P. O. Drawer Q,

VA 24634, a written election either to participate in the,

of the wel:. covered hereby or to exercise such well

methane

han Oxy

mailing

hlands,

eration

abator's



right of election under this order as described below.

election shall be deemed to have been made if a well o

or before the last day of such 30 calendar day period has

written e'..ection by telegram or telegraph to Oxy USA, I
had such written election duly postmarked and has pl

written e'..ection in the United States mail, first clae

prepaid, cluly addressed to Oxy USA, Inc. at the addresm Ii

above. The alternatives afforded to the well operato)

pooled are set forth in either A or B, below, whi

applicable

A timely

irator on

sent such

or has

ed such

postage

et forth

s herein

iever is

(A) Each occluded coalbed methane gas well opet,

potential well operator herein pooled owning an interest

ator or

s to the

occluded ccalbed methane gas below the Tiller seam of coa derived

Lnvolved

I..nterest

is below

rein by

from a lease covering any tract within the drilling unit
I

herein is accorded the following options as to such inte

(i) Particinations To participate in the workireg

in and the development of the occluded coalbed methane

the Tiller seam of coal in the drilling unit involved

agreeing tc pay such well operator's proportionate pa

actual cost of drilling, completing, equipping, operating

and abandoising of the well covered hereby and by payi

forth herein, to Oxy USA, Inc., such owner's proportionat

the 0226,385.00 estimated cost of drilling, completing, e

operating, plugging and abandoning of the proposed well

hereby. Ia lieu of such payment, furnishing to Oxy U

security seitisfactory to Oxy USA, Inc. for the payment

of the

lugging

as set

part of

ipping,

covered

Inc.

Chereof



ceo %7 m RP

within 45 calendar days of the date of this order. A partii:ipating

well operator's proportionate part of the anticipated cost of

completion and share of the production from such well sha.'ll be in

the proportion that the number of net mineral acres in the unit

covered by the occluded coalbed methane gas rights owned by such

party bears to the entire number of mineral acres in thih >nit; or

(ii) (,'arried interest: In lieu of participatihg in the

working interest in and the development of the pool !.n this

drilling ur it, as set forth in subparagraph (i) above, to >lect to

share in t?.e operation of the well covered on a carried b >sis (as

a carried well operator) so that the proportionate palrt of the

actual cost of drilling, completing, equipping, operating, j:lugging

and abandoning of such well allocable to such carri~d well

operator's interest is charged against such carried well opi~rator's

share of production from such well. All of such carried well

operator's occluded coalbed methane gas rights below the Tiller
seam of co«.1 in the pool in the drilling unit involved he::ein are

relinquished under this order to Oxy USA, Inc. until the ]>roceeds

from the sale of the share of production from such well )ccruing

to such ca> ried well operator's unleased interest in th4 drilling
unit invo]ved herein, exclusive of any royalty, excess or

overriding royalty, or other non-operating or non-cost bearing

burden reserved in any lease, assignment thereof or agreement

relating taereto covering such interest, equals three hundred

percent (300%) of the share of the cost of drilling and bonpleting

the well allocable to the occluded coalbed methane gas i)tercet of



such carried well operator; plus one hundred percen (1001) of the

carried og erator's share of the cost of surface equiphenC beyond

the wellhead connection of such well allocable to the intarest of

such carried well operator; yIga one hundred percent (100

share of the cost of operating such well allocable to the

) of the

mcluded

coalbed methane gas interest of such carried well operant e. Such

carried well operator's proportionate part of the costs ofi and the

production from, the well covered hereby is to be in the pf )portion

that the rumber of net mineral acres in the unit covere:, by the

occluded coalbed methane gas interest owned or potential:

by such ca>mied well operator bears to the entire number o

acres in such unit. During the period of time Oxy USA,

entitled :o receive such carried well operator's

production or the proceeds therefrom, Oxy USA, Inc. shel

applicable production, severance, excise, gathering and, aI

taxes based upon or measured by the value or amount of P

and shall separately calculate and pay to such carr)
operator for payment to the aPproPriate owner any royalty

y owned

mineral

Inc. is
iare of

pay all

iy other

auction

sd well

excess

or overriding royalty and any other non-operating or on-cost

bearing burden reserved in any lease, assignment th eof or

agreement :.elating thereto which is deducted from the >are of

production of such carried well operator. Such royalty, cess or

overriding royalty and other non-operating or non-cost
~

bearing

burden is ;]ot to be sub]ect to any charge for operatin

Payment by Dxy USA, Inc. to such carried well operator of

costs.

ny such

royalty, e>:cess or overriding royalty or other non-oper i:ing or

10



non-cast j>earing burden shall be made within ninety (90)

the end o('he calendar month within which the productli >

to such burdens is sold. Within sixty (60) days

completion of the well covered hereby, Oxy USA, Inc. shia '.

such carrLed well operator an inventory of. the equip4e

connected to such well and an itemized statement of th

drilling, completing and equipping such well for produc

for each s>onth thereafter, during the time Oxy USA, Inc.

reimbursec, as provided above, Oxy USA, Inc. shall furnis

carried wall operator an itemized statement of all
liabilities incurred in the operation of such well, toge

a statemeat of the quantity of occluded coalbed me

produced therefrom and the amount of proceeds realized

sale of tl'e production allocable to such carried well

zys after
> subject

fter the

. furnish

t in and

cost of

ion; and

is being

to such

>sts and

her with

ane gas

.'rom the

orator>s

interest in the unit during the preceding month. Oxy >A, Inc.

shall also furnish to the State Gas and Oil Inspector,

the same s:atements furnished to each carried well oper>a

the provisions hereof. Any amount realized from the saX

disposition of equipment newly acquired in connection

>pica of

>r under

>r other

ith any

operation i)n the well covered hereby which would have be n owned

by such carried well operator had such owner participated

as a participating well operator shall be credited aga

total uncovered well costs in determining when the interes

carried we,L1 operator shall revert to such owner as d

above. Wj>en Oxy USA, Inc. recovers from such carri
operator's relinquished interest provided for abc

therein

est the

of such

scribed

d well

the

11
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relinquished interest of such carried well operato:< shall

automatica.'.ly revert to . such owner, and from and After such

reversion, such carried well operator shall be tre4ti>i as a

participat:.ng well operator and shall own the same interest in such

well, the material and equipment in or pertaining thereto and the

production therefrom, as such owner would have been entitled to had

such owner participated initially as a participating welil :perator

in the dri.lling, completing and equipping of such 'we',.1; and

thereafter, such owner shall be charged with and shall pay the

owner's pr<>portionate part of the further costs of the o>eration

of such we].1.

(B) I',ach well operator herein pooled owning or pbt>ntially

owning an i>ccluded coalbed methane gas interest below thu Tiller
seam of coal in any tract in the drilling unit invol>)ed herein

which interest is not subject to a lease is hereby acro>."ded the

following options as to such interests:

(i) particination: To participate in the working interest

in and the development of the occluded coalbed methane gus below

the Tiller seam of coal in the drilling unit involved h<>rein by

agreeing ti> pay such well operator's proportionate paN of the

actual cost of drilling, completing, equipping, operating~, plugging

and abandoning of the well covered hereby and by paying as set
forth herein, to Oxy USA, Inc., such owner's proportionate part of
the $226,385.00 estimated cost of drilling, completing, )quipping,
operating, plugging and abandoning of the proposed we'll covered

hereby. Ia lieu of such payment, furnishing to Oxy,USiL, Inc.

12
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security satisfactory to Oxy USA, Inc. for the payment

within forty-five (45) calendar days of the date of th

A participating well operator's proportionate part

anticipatei cost of completion and share of the productj:

such well shall be in the proportion that the number of net

acres in Ae unit covered by the occluded coalbed ms

rights owned by such party bears to the entire number ofI

acres in tais unit; or

thereof

Order.

of the

on from

mineral

ane gas

mineral

(ii) i ash Consideration: In lieu of participati

working irterests in and the development of the pool

drilling unit involved herein, to elect to receive a s

DOLLAR ($1.00) per net mineral acre owned by such ownSri

total roya'..ty in the amount of one-eighth of eight-eighlthI

of 8/Sths) of the occluded coalbed methane gas and gas CoI

produced from the well covered by this Order, the sa

delivered into the lease tanks or into the pipelines to wh

well is cornected, free and clear of all costs, expenses a

incurred in or in connection with drilling, equipping, o

completing, plugging and abandoning of such well.

operator e]ected this option shall deliver under this Ord

revenue interest of 87.508 of 8/Sths of the occluded

in the

in the

of ONE

plus a

(1/8th

idensate

to be

ch such

.d risks

rating,

iy well

r a net

coalbed

methane gas and gas condensate produced from the well c
this Order, with such net revenue interest being dete

deducting from such owner's share of production this

provided for immediately above; and provided further,

royalty of L/8th of 8/8ths and such net revenue interest o

ared by

oned by

royalty

< <t such

87.50%



of 8/Sths shall be proportionately reduced and payable onl) in the

proportion that the number of net mineral acres in th4 frilling
unit covered by the occluded coalbed methane gas rightW owned by

such well operator bears to the entire number of minerajl ~cree in

this unit; or

(iii) Carried Interest:In lieu of participating in the

working interest in and the development of the poo).s in the

drilling u;sit involved herein as set forth in subparagraph (i)
above, or electing the option set forth in subparagraph (~ii] above,

to elect to share in the operation of the well covered hereby on

a carried basis (as a carried well operator) so tI',.at the

proportionate part of the actual cost of drilling, cbmj",leting,

equipping, operating, plugging and abandoning of yuuh well

allocable to such carried well operator's interest is charged

against such carried well operator's share of production fLom such

well and that all of such carried well operator's occludlad coalbed

methane gas rights below the Tiller seam of coal in th4 pools in

the drilling unit involved herein are relinquished under Ithis Order

to Oxy USA, Inc. until the proceeds from the sale of th4 share of
production from the well accruing to such carried well operator's
unleased occluded coalbed methane gas interest in the dri3.1]ng unit

involved herein, equals two hundred percent (2004) of th4 share of
the cost of drilling and completing the well covered hereby

allocable to the unleased interest of such carried well operator,~ one hundred percent (100%) of the share of the cost bf surface
equipment beyond the wellhead connection of such well al).ouable to

14
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the unless«d occluded coalbed methane gas interest of sulch carried
well oPerator; plus one hundred percent (1004) of t6e carried
operator's share of the costs of operating such well alllocable to
such carri<~d well operator. Such carried operator's prog<tionate
part of the costs of, and the production from, the weILl covered

hereby is "o be in the proportion that the number of net mineral

acres in t?.e unit covered by the unleased occluded coalblsd methane

gas intere,zt owned by such carried well Operators beatrz to the

entire numter of net mineral acres in this unit. During th<i period

of time Oxy USA, Inc. is entitled to receive such carr:.ed well

operator's share of production or the proceeds therefrom', '.xy USA,

Inc. shall pay all applicable production, severance, excise,
gathering <hand any other taxes based upon or measured by tl]e value

or amount <if production.

Within sixty (60) days after completion of the weil covered

hereby, Ox) USA, Inc. shall furnish such carried well cate .ator an

inventory c f the equipment used in and connected to such i<ell and

an itemize<I statement of the actual cost of drilling, Oo><pleting

and equipping such well for production; and each month the~."eafter,

during the time Oxy USA, Inc. is being reimbursed aS provided

above, Oxy USA, Inc. shall furnish to such carried well o)aerator,
an itemized statement of all costs and liabilities incurred in the
operation cf such well, together with a statement of th4 <(aantity
of occluded coalbed methane gas produced therefrom and 4h« amount

of proceeds realized from the sale of the production allo<:able to
such carried well operators unleased occluded coalbed mPtk<ane gas

15



interests in such unit during the preceding month. Omy

shall also furnish to the State Gas and Oil Inspecto

Commonwea'..th of Virginia, copies of the same statementls

ISA, Inc.

for the

'urnished

of. Any

quipment

covered

perator,

ng well

.ed well

ed well

Chen Oxy

squished

Lnterest

to such

zd well

tor and

Lal and

to each carried well operator under the provisions her

amount realized from the sale or other disposition of thm

newly acquired in connection with any operation on the wsl)

hereby which would have been owned by the carried welf

had such owner participated therein as a participat

operator, shall be credited against the total unrecov

costs in determining when the interest of such carr)

operator shall revert to such owner as described above.

USA, Inc. recovers from such carried well operator's rel
interest, :he amount provided for above, the relinquished

of such carried well operator shall automatically revert

owner, anci from and after such reversion, such carr

operator shall be treated as a participating well oper

shall own the same interest in such well, the mate

equipment .Ln or pertaining thereto and the production th refrom,

owneras such cwner would have been entitled to had suc

participate id initially as a participating well operatorl in the

drilling, completing and equipping of such well, and the eafter,
such owner shall be charged with and shall pay such owner's

proportionate part of the further costs of the operation )f such

well.

(6) In the event a well operator, either an owm

occluded ccalbed methane gas lease or an owner of an

of an

pleased

16
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tract, Who is subject to the provisions of this Order she'll fail
to timely and properly elect, in writing, one of the aplilicable

options as set forth above, such well operator shall be di.emed to

have elected not to participate in the working interest 3!n 1:he well

covered he> eby as to the pools involved herein and shall bii deemed

to have leased his interest in the occluded coalbed methanii gas to

the designated coalbed methane gas well operator. In the event a

well operator, either an owner of a lease interest or an .wner of

an unleased interest, who is subject to the provisions ~f this

Order shal:. elect to act as a participating well operator under

5A.(i) or B.(i) above, whichever is applicable, but thereafl,er fail
or refuse Co pay or secure the payment of such well Cpiirator's

proportionate part of the cost of the well covered hereby as set

forth in etch provisions, such election to act as a participating

operator a<der this Order shall be null and void and sr, > well

operator shall become a carried well operator consistent with the

terms and Erovisions of this Order.

(7) 3!ny well operator involved herein who has not «speared

in respons» to the notice of hearing published pursuabt to the

provisions of Section 45.1-361.21, Code of Virginia, 1( 50, as

amended, and whose identity or whereabouts remains unknow't the

conclusion of the hearing conducted in this matter shall b» deemed

to have elected not to become a participating well operate>r, but

shall be deemed to have elected to be a carried well 'operator.

Such carried well operator's share of proceeds under the pre risions

of this Orier, after the payment therefrom of all we'll costs

17
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properly i.llocable thereto consistent with the provisicn

Order, shall be paid to the Virginia Gas and Oil

Treasurer of Virginia and held in a separate escrow a

such carried well operator's benefit. Such carried well

of this

iard and

aunt for

erator's

share of proceeds shall be deemed unclaimed property andi shall be

disposed c f as provided in The Uniform Disposition of aclaimed

Property Act, Section 55-210.1, af; aug., Code of Virginiaj 1950 as

amended. The State Gas and Oil Inspector shall receive liny such

funds and administer these designated accounts.

(8) any cash bonus which becomes payable by Oxy DID, Inc.

under the provisions of 5B.(ii), above, shall be paid or Ii

within thirty (30) days after the date of this Order;

endered

ovidedq

however, i:.'he owner entitled to such funds releases the name, or

if such oinier's interest in the unit involved in this cauI

defect or cloud in the title thereto, or if such owner c
paid such funds for any reason whatsoever other than the~

set forth .in paragraph 1 and 7 above. Oxy USA, Inc. mayl

(credit) si.'ch funds due such party into an internal escrow

establishec, in the accounting records of Oxy USA, Inc.
funds shall be credited to such account for the benefi't

e has a

nnot be

reasons

deposit

account

ad such

vf such

owner. Such funds so deposited (credited) in such escrow account

shall be held for the benefit of the owner entitled ther
such funds can be paid to such owner, or such owner acde

funds, or until such title defect or cloud is cured or r
the satisfa tion of Oxy USA, Inc.

s until

:s such

ived to

18
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(9) Oxy USA, Inc., in addition to any other rights afforded

such party under the laws of Virginia, shall have a lee, on the

mineral lc ~asehold estate or rights owned by the at)i >r well

operators I nvolved herein in the unit covered hereby and 'u >n their

shares of the production from the well covered hereby to i extent

that costs incurred in the development and operation~ of the

drilling unit involved herein are a charge against such in

Such liens shall he separable as to each separate well opia

shall remain a lien until all costs incurred in connection

well have been paid. Upon the failure or refusal

participating well operator to pay such well Op

proportionate part of any cost incurred hereunder in co

with the well covered hereby, shall be entitled to rsc
share of production from the well accruing to such de

participating well operator's interest in the unit involved

or the procseds from such share, until such proportionate

crests.
.tor and

ith the

of any

rator's

section

ive the

suiting

aerein,

])art of

such cost has been paid. No part of the production or $
accruing to any participating well operator shall he applie

payment of costs chargeable to any other interest in su

If any participating well operator fails or refuses to p

well operator's proportionate share of the cost incurred he

.oceeds

toward

. unit.

y such

I eunder

in connection with the well covered hereby within sixty (

after rendit ion of a statement therefore by Oxy USA, Inc.,
defaulting participating well operators, including Oxy USA

shall, upon request by Oxy USA, Inc., pay the unpaid amoun

proportion that the interest of each such non-d4

) days

ie non-

Inc.,
in the

ulting

19
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participating well operator bears to the total inter4s

such non-defaulting well operators. In such event,

defaultincI participating well operator so paying s

z of all
zch non-

ch well

obtain

escribed

operator'I, share of the unpaid amount shall, t
reimburselient thereof, be subrogated to the lien righta

above.

(10) If the well involved herein has not been commen)

the date of this Order, shall commence or cause to be

operations on such well within three hundred and sixty-)
(365) days from the date of this Order and in any evje

continue or cause to be continued operations under this O

ed as of

ommenced

ive days

shall

ier with

iall be

any cash

mcement

due diligence; otherwise, the provisions thereof

inoperativz and this Order shall terminate, except for

sums becoming payable hereunder, unless the time of c+
of such opi!ration is extended by an Order of the Board.

(11) i)xy USA, Inc. shall, within thirty (30) day

completion tender to the State Gas and Oil Inspector ah

statement reflecting the actual cost of drilling, e

completing, plugging and abandoning the well. Additional

after
temized

ipping,

temized

statements reflecting actual operating costs shall be furn

the State gas and Oil Inspector on a guarterly basisi I If the

actual cos:s of drilling, completing, eguipping, plug

abandoning the well is different than Oxy USA, Inc.'s es imates,

appropriate adjustments to the burdens imposed o each

participating or carried operator's share shall be d .ma e

20



iis Order

rator as

lling of

occluded

of all
l involved

:ed this

herein.

All members present and in agreement done and exe+
Kay of AAn8&~ 1990

(12) Oxy USA, Inc. shall cause a certified copy of t
to be mal:l.ed to the last known address of each well Op

listed in this Order.

The relief granted by this Order is to avoid the dr

unnecessary wells, prevent the various types of waste or

coalbed methane gas and protect the correlative right

owners with respect to the pools in the drilling unit

J
CHAIRMlQV'one

and performed this

1990, by order of this Board.

Pfig5ipal Execu%1'ol
&Virginia Gasgnd Oi

is Staff,
Board

21
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State of VirgiriaC
County of Washington

1 dg d tht )P d y f WD/ /PYLkC 1, 1]0
personally bei'ore me a notary public in and for the State of Virginia

ed Benny Wampler, being duly sworn did depose and say thalt be is
~e ~'allah pf t2 e Virginia Gas and Oil Board, that he executed the Sank and

c e:cpires 9/23/92

'~„mt'irgin;.a
County of Washii eton

acbeaededged On thiS day of '79hZ~&
~

19's'oIaPef >re me a notary public in and for the State of Virg nia
on >homes Fulmar, being duly sworn did depose and say thap > is

'&C i ptive to the Staff of the Virginia Gas and Oil Board, tha he
as ~nd was authorised to do so.

=. ~~ 4jlan lt.
, Fb

"4/y„,cs ion expires 9/2S/92
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